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Testimony of Sharon G. Scott Docket No. 2004-178-E 1

Q

ARE YOU THE SAME SHARON G SCOIT THAT PREVI OQULSY FI LED
PRE- FI LED TESTI MONY | N THI S CASE?

Yes, | am

VWHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTI MONY?

The purpose of ny supplenental testinony is to inform
the Comm ssion of a settlenment that the Staff and the
Conpany have agreed upon for t he Comm ssion’s
consi derati on. The nunbers <contained herein were
devel oped solely for the purposes of a conpromse
agreenent. Should the Commi ssion reject the settlenent
pr oposal , then Staff reiterates its nunbers and
proposal s contained in direct testinony.

M5. SCOIT DID YOU PREPARE ANY EXH BITS I N CONNECTI ON
W TH THE PROPOSED SETTLEMENT AGREEMENT?

Yes, | have attached four exhibits that detail the
results of the proposed settlenent. The Exhibits are
Audit Exhibit A entitled Operating Experience, Rate
Base and Rates of Return, Audit Exhibit A-1, Explanation
of Accounting and Pro Forma Adjustnents, Audit Exhibit
A-2, Customer G owh Conputation and Audit Exhibit A-5,
Return on Common Equity. The Exhibits detail the results
of the proposed settlenent agreenent.

PLEASE DESCRI BE THE PROPOSED SETTLEMENT AGREEMENT?

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
101 Executive Center Drive, Columbia, SC 29210
Post Office Box 11649, Columbia, SC 29211
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A

A

The Conpany agreed to |ower the anmount of the proposed
requested increase from $92, 114,000 as originally filed
to $62,071,000. The Conpany also agreed to |ower the
requested return on common equity from 11. 75% to 10. 90%
for purposes of setting rates in this proceeding.

However, as a part of the settlenent agreenent the
Conpany is requesting that the Conm ssion approve a
range for its return on common equity of 10.40% to
11.40% with rates set at 10.90% In exchange for the
above reductions the Staff agreed to accept the
Conpany’s proposed adjustnments to turbine mintenance

sel ective catal ytic reactor expenses, NERC standards and
Jasper operating and maintenance expenses. The Staff
al so agreed to include the unanortized GidSouth costs
in rate base. The Staff agreed to renove its adjustnent
to average noving expenses. The Staff Iowered the
adjustnent for officer pay and incentive increases to
exclude only the officers that are listed in the
Conpany’ s proxy statenent.

PLEASE DESCRI BE THE EFFECTS OF THE SETTLEMENT AGREEMENT
ON THE CALCULATIONS IN EXH BI' T A?

As shown in colum (1), using total electric operations

per the Conpany’s filing, the Staff conputed net

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
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operating incone for return of $327,221,000. The Staff
conputed a rate base of $4,014, 886,000 for the Conpany’s
total electric operations. The Staff conputed the rate
of return on rate base to be 8.15% on total electric
oper ati ons.

Shown in Colum (2) are the accounting and pro forma
adj ustnents proposed by the Staff on a total electric
basi s.

Colum (3) presents the Conpany’s as adjusted total
el ectric operations. The Staff conputed net operating
income for return of $283,467,000. The Staff conputed
the adjusted total el ectric rate base to be
$3, 797, 255, 000. The Staff conputed the as adjusted rate
of return on such rate base to be 7.47%

In Colum (4) the Audit Staff conputed the Conpany’s
total retail operations based on the cost of service
study recomrended by the Staff’'s Utilities Departnent.
Net operating incone for return was conputed to be
$319, 628,000 on a retail basis and retail rate base was
conputed to be $3, 831, 455, 000. The Staff conputed the
return on retail rate base to be 8.34% prior to naking

accounting and pro forma adj ustnents.

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
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Colum (5) presents the Staff’s accounting and pro forma
adjustnments on a retail basis. Such accounting and pro
forma adjustnents are described in Staff’s Audit Exhibit
A-1.

Colum (6) presents the Conpany’s retail operations as
adjusted by the Staff. The Staff calculated net
operating income for return of $278,258,000 on an as
adjusted retail basis. The as adjusted retail rate base
was conmputed to be $3,626, 305, 000. The Staff conputed
the as adjusted rate of return on retail rate base to be
7.67%

Colum (7) presents the Staff’s conputation of the
Conmpany’s net proposed increase of $51,149,000. The
increase consists of $62,071,000 for the proposed
increase and an adjustnment to reduce the proposed
i ncrease by $10,922,000 for fixed capacity charges that
the Conpany will incur for gas service to the Jasper
facility.

Colum (8) presents the Conpany’s retail operations as
adjusted to normalize the test year and on a pro forma
basis after the effect of the proposed increase in
retail rates. The Staff conputed retail net operating

i ncone for return of $316,914,000 and a retail rate base

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
101 Executive Center Drive, Columbia, SC 29210
Post Office Box 11649, Columbia, SC 29211
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of $3,626,305,000. The Staff conputed a rate of return
on retail rate base of 8.74% after the effect of the
proposed i ncrease.

WOULD YOU PLEASE BRI EFLY DESCRI BE THE OTHER ACCOUNTI NG
EXHBITS THAT ARE ATTACHED TO YOUR SUPPLEMENTAL
TESTI MONY?

Audit Exhibit A-1 details the retail electric accounting
and pro forma adjustnents that changed as a result of
the settl enent agreenent.

Audit Exhibit A-2 details the Staff's conputation of the
Conpany's customer growh as a result of the settlenent
agr eenent .

Audit Exhibit A-5 provides a calculation of the
Conpany's return on conmobn equity on a retail basis
before and after the effect of the proposed increase as
a result of the settlenent agreenent. The rate base, as
shown on Exhibit A is allocated anong the various
cl asses of debt and equity, excluding short-term debt,
according to their respective ratios as conputed using
the Conpany's total capital structure as of August 31,
2004. The amount of retail as adjusted net incone for
return needed to cover enbedded cost rates on long-term

debt of 6.56% was conputed by Staff to be $111, 711, 000.

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
101 Executive Center Drive, Columbia, SC 29210
Post Office Box 11649, Columbia, SC 29211
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The anmpbunt of as adjusted retail income for return
needed to cover enbedded cost rates on preferred stock
of 6.40% was conputed by the Staff to be $6, 336, 000. The
as adjusted retail rate of return on conmon equity was
conputed by the Staff to be 8.78% The as adjusted
overall rate of return was conputed to be 7.67% Such
overall return equals the rate of return on rate base
shown on Staff’s Exhibit A After the proposed retai

i ncrease, the return on commopn equity was conputed to be
10.90% The overall rate of return was conputed to be

8.74% after the effects of the proposed increase. Such

overall return equals the rate of return shown on
Staff’'s Exhibit A after the proposed retail rate
I ncrease.

VB. SCOIT, DCES TH' S CONCLUDE YOUR  SUPPLEMENTAL
TESTI MONY?

Yes, it does.

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA
101 Executive Center Drive, Columbia, SC 29210
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